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DEAR MADAM SPEAKER:

Pursuant to the requirements of tmployment Act of 194@s
amended, | hereby transmit the 2Qint Economic Report. The
analyses and conclusions of this Report are to assist the several
Committees of the Congress and its Members as they deal with
ecaomic issues and legislation pertaining thereto.

Sincerely,

Donald S. Beyer Jr.
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| am pleased to share the Joint Economic Committee (JEC)

Democratic response to the 2022 Economic Report of the

President. The JEC is required by law to submit findings and

recommendations in response to the Economic Report of the

Presidentthe Report), which is prepared and released each year

by the Council of Economic Advisers (CE
released in April 2022, was the first published by the Biden

administration.
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Under President Biden and the ¥1Qongress, the United Sest

has experienced a robust economic recovery and strong job gains.
Economic growth in 2021 reached 5.7%, the highest rate in 40
years. As of May 2022, the United States had added almost 8.7
million jobs under President Biden. The unemployment rate was
3.6%, a level not seen since before the coronavirus pandemic and
significantly below the 6.4% rate when President Biden took
office.

The passage of the American Rescue Plan and the Biden
administrationds successful r ol
the mourse for recordreaking job gains and robust economic
growth. And the bipartisan Infrastructure Investment and Jobs Act
makes critical fixes to Amer.
support new joband sustain economic growth.

While the economic recowehas been strong, gloalpply chain
disruptions and worldwide price increases have strained family
budgets. Congress and the Biden administration hawe &wt
address inflation headn and reduce ouif-pocket costs for
families, including releasing aecord amount of oil from the
Strategic Petroleum Reserve, providing relief for energy bills,
lowering health insurance premiums for millions of families and
fixing supply chainbottlenecks, among other measures. Making
investments that improve productiiand increase labor force
participation, as well as ensuring the wealthy and big corporations
pay their fair share of taxes, will help bring down inflationary
pressures long term.

The coronavirus pandemic exacerbated {stagnding economic
inequalitiesand while coronavirus relief measures were effective
at helping families weather the impact of the pandemic, more is
needed to alleviate inequalities and create economic opportunity

out

caobs

of

n f
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for all. Workers of color were particularly hahit by the initial
wave d layoffs in spring 2020. Pandemic relief contained the
economic fallout, but even as unemployment has dropped, the
racial gaps in hiring, wages and wealth have persisted. This is
holding back workers of color, their families and the economy as
a whole. Though the American Rescue Plan, the Biden
administration and Congress have made historic investments in
building an equitable recovery that includes historically
disadvantaged communities, workers of color and minonged
small businesses. However, monest be done through effective
policy and new investments to fight lostanding economic
inequalities and create shared prosperity for all.

Women, who have historicallyeceived lower wages antad
lower labor force participation, also faced unique leimgles as a
result of the pandemic and the resulting increase in care
responsibilities. Women continue to shoulder a disproportionate
share of care responsibilities, and the lack of fatfnigndly
workplace policies and affordable care options meant many
women were pushed out of the workforce during the worst of the
pandemic. The American Rescue Plan and earlier pandemic aid
provided direct relief to working families, such as through
investments in paid leave and child care and the expanded Child
Tax Credi to help address this gap, but letegm solutions are
needed to fully support women's participation in the labor market
and to fix the systemic devaluing of work done by women.

Congress should make new investments to help bolster household
economic sadrity, spur longterm economic growth and transition

to a clearenergy economy. Building out U.S. care infrastructure
will reduce costs for families and help parents enter and remain in
the workforce. Investing in infrastructure, research and
manufacturingwill improve productivity and create new jobs.
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Transitioning the United States to clean, renewable energy will
bring down costs for families and small businesses, while reducing
dependence on foreign fossils fuels and insulating against the
rising costs bclimate change.

The United States has the fiscal capacity to make investments that
create longerm economic growth. Under President Biden, the
federal budget deficit is expected to drop by a record amount this
year, and federal revenue has grown sutlbstily thanks to the
economic recovery. Additional revenue from the wealthiest
Americans and big corporations can fund new investments to fix
long-standing problems, without putting additional tax burdens on
working Americans or negatively impacting ecamo growth.

This Congress and the Biden administration have an opportunity
to build an economy with sustained economic growth that works
for all U.S. workers and families.

DONALD S. BEYER JR.
CHAIRMAN
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CHAPTER 1. THE ECONOMY REBOUNDED FASTER

THAN EXPECTED IN 2021 THANKS TO EFFORTS BY

CONGRESS ANDTHE BIDEN ADMINISTRATION , BUT
L ONG-TERM CHALLENGES REMAIN

The U.S. has experienced a robust economic recoMauyglobal
events have pushed up prices, depriving workers of the full
benefits of the recovery

The U.S. experienced economic growth in 2021 not seen in four
decades, recovering faster than peer economies

Since January 2021, the U.S. has experienced a robust economic
recovery, thanks in large part tGongress and the Biden
administration passing the Aarican Rescue Plan into law and the
successful roll out of coronavirus vaccinations. The U.S. economy

has bounced back from the economic impact of the coronavirus
and proven resilient in the face of emerging variants, global supply
chain disruptions pushogn up pri ces and Putii
Ukraine creating geopolitical chaos.

The economy grew 5.7% in 202%he fastest rate in nearly 40
year® and the United States has experiencedabieseconomic
recovery among G7 economieblot only has the U.S. suapsed
pre-pandemic GDP levels, it is one of the only major economies
worldwide that has recovered to its jm@ndemic trend of
economic growth. Across metsicthe United States is outpacing
its peer countries in its economic rebound from the coronavirus
recessionThis year the U.S. economy is on track to grow faster
than China, which has not happened in e\Meyears?

noés



The Economy Grew in 2021 at the Fastest Rate
in Nearly 40 Years
Real gross domestic product, percent change, 1984 to 2021

7.2%
5.7%

-3.4%
1984 1990 1996 2002 2008 2014 2020

Source: Bureau of Economic Analysis

Data continue to indicateeconomicstrength in early 2022, as
consumption and business investment were hbotbhust and
positive. While the economy did contraalightly in the first
qguarter of 2022the contractiorwas largely due to changes in
inventories and net exports that medkstrong underlying
economiadata.

President Biden has continued the trend of stronger economic
growth uner Democratic presidents. From 1933 to 2020, the
economy grew at an average rate of 4.6% per year under
Democratic presidents, or nearly double thee (2.4% under
Republican presidenfsThe strong economic recovery under
President Biden is due in no alhpart to the successful passage
of the American Rescue Plan, which funded the distribution of the
coronavirus vaccines, supported state and local governments to
keep essential workers on the job and helpes. workers and
families weather the economiampact of the coronavirus
pandemic. As a result, the economyoés
surpassegrojections from before the passage of the Rescue Plan
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from both the Federal Reserwehich forecas.2% growth and
the Congressional Budget Offioghich forecastt.6% growth

The U.S. has added a record/ 8nillion jobs under President
Biden and unemployment dropped to 3i8%he spring of 2022

Just tweanda-half years out from the beginning of the
coronavirus pandemithe U.S. has recovered 96% of jbles lost

and unemployment has declined to just 3.8%e U.S. has added
nearly 87 million jobs under President Bidewith every state and

the District of Columbiaxperiencingietjob gains The U.S. has
recovered from the coronavirus recession farefaitan recent
recessions and is on track to bring back every job lost during the
pandemic by the end of 2022.

2021 Was the Best Year for Job Creation in
Recorded U.S. History

Yearly net change in nonfarm payrolls, in millions
2.8

6.7

-9.3
1996 2001 2006 2011 2016 2021

Source: Bureau of Labor Statistics.
Note: Data show the net change in payrolls for each year and are seasonally
adjusted.

Sectors critical to addressing ongoing supghgain disruptions
haveexperienced robust recoverylobs inthe constructionand

transportabn and warehousingsectos have exceeded pre
pandemic levels of employmenEunding from the bipartisan
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Infrastructure Investment and Jobs Act signed into law by
President Biden in November 2021 has begun to flow iand
projected tasupport hundreds of thisands of jobs each yearer

the next decade to suppoebuilding infrastructure.

In just under two years, the unemployment rate has fallen from
14.7% during the worst of the pandemic to 3.6%, which is the
same as the unemployment radore the pademicin December
2019. Currently, 3 states have unemployment rates at or below
previous record lows. Recently, new unemployment insurance
claims fell to their lowest level since 186

2021 Saw the Sharpest Annual Declinein

Unemployment on Record
Unemployment rate, January 2020 to December 2021

16%
12%
6.4%
8% 3.9%
D% 'l 'l 'l 'l 'l 'l 'l 'l 'l 'l 'l 'l 'l 'l 'l '] 'l '] 'l 'l '] 'l ]
Jan Apr Jul Oct Jan Apr Jul Oct
2020 2021

Source: Bureau of Labor Statistics.
Note: Data shows the civilian unemployment rate, ages 16+, seasonally
adjusted.

The U.Shas addedver half a million new manufacturing jobs
unde President Biden, reversing a decadesg decline in
manufacturing jobs

The U.S.hasadded584,000 manufacturing jobbetween when
President Bidertook office in January 2021 and May 2022.
Notably, almost every sta@nd the District of Columbiadded
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manufacturing jobsverthe first 5 months after President Biden
came into officé. By comparison, the U.S. added just 2,000
manufacturing jobs in 201This rebound is helping to reverse a
decadedong decline in U.S. manufacturing employment.

Manufactuing has long been a core strength of the American
economy, but increasing global competition has threatened many
of these higkguality jobs.In the first two decades of the 21
century,the United States lost more than a quarter of all domestic
manufactuing jobs, a decline of aboui million.® Increased
competition from China led to an estimated 985,000 American
manufacturing jobsost between 1999 and 2021.

Manufacturing jobs frequently provide better pay, more consistent
hours and stronger workergtections than retail or other service
industries'® The loss of highyuality manufacturing jobs was a
major reason the median income of workaigss merwithout a
secondary school diplonfall by 20% between 1990 and 2043.

Wage growth has been strongpesially for the lowest earners

Strong demand in the labor market is helping workers secure better
jobs with higher payeven as global inflatiostrains household
budgets Average hourly earnings are uR% over the last year
Thelowestincome workers &ve seen the largest gains. Over the
last 12 months, wages at the bottom of the income distribution
increased %, an indication that the strength of the U.S. recovery
is reaching workera/ho have been excluded from previous wage
gains Job openings arealso near record highs, bringing
marginalized workers back into the workforce and increasing
worker bargaining poweb negotiate for higher wages
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Wage Growth Has Been Fastest for the
Lowest Earners

Median wage growth by wage quartile, 12-month moving
average, Jan. 2010 to Apr. 2022

6% F Lowest-Earning Quartile , 6.4%
4% |
2%
0% L " M )
2010 2013 2016 2019 2022

Source: Atlanta Fed Wage Tracker
MNote: Wage growth data are nominal and not adjusted for inflation.

Strong demand fdabor means that workers are able to find new
jobs more easily, and they can negotiatehigher wages in that
new job. As a result, workers who switched joler the past 12
monthssaw median wage gains that were even higher than those
who stayed in their current jobs.

Businesstarts reached record levels in 2021

The U.S. experienced ausiness and entrepreneurship boom in
2021 as the number of new business applications reached a record
high12 In total, Americans filed 5.4 million applications for new
businesses in 2021, 68% higher than the average number of filings
in the five yearbefare the pandemit2 Of these new applications,

1.8 million were for businesses of the type likely to become
employers, also a record hidhin fact, the number of high
propensity business filings 18021 was 42% higher than the
average number of applications the five years before the
pandemict®
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A Record Number of People Started New

Businessesin 2021

Total new business applications, in millions, 2005 to 2021
5.4

2005 2007 2009 2011 2013 2015 2017 2019 2021
Source: Census Bureau.
Mote: Data are seasonally adjusted.

Thanks to the American Rescue Plan and other emergency
measures, the Biden administratidisbursé more than$400
billion in emergency assistantewell over 6 million businesses
includingthose run by BlackHispanic and Asian business owners
who were hit hard by the pandemfcThese policies helped
existing businesses survive, and the robust economic recovery led
to a record number of new business applications in 2021.

The record boom in business appiicas in 2021 took place all
across the countryrhirty-onestates and the District of Columbia
sawover 50% more applications than the -pendemic annual
average, including six states where applications more than
doubled!®

Global events have pushed upices worldwide, denying
American workers the full benefits of the economic recovery

While the U.S. has experienced a robust economic recovery under
President Biden, inflation is depriving U.S. workers and families
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of the full benefits of higher wages andosig job gains. Around
the world, inflation remains elevai@d resultof unprecedented
disruptions caused by the pandemic ,andore recently,
exacerbatebyRu s si ads i nv iBatioointheU.S. Ukr ai ne.
over the last year climbed t8.6% as of May 20221° By
comparison, Eurozone inflation reach&ll% in the twelve
months ending itay.?°

Investing in infrastructure and manufacturing will improve supply
chains andhelpinsulateworkers andamilies from price volatility
caused by global shocks. Irstments that grow the econorhy
expandingong-term productive capacity will reduce inflationary
pressure and ensure that the U.S. is producing goods here at home.
Failing to address the underlying causes of inflation will only
leave familiessulnerableto similar shocks in the future.

The Biden administration and Congress took action dave a
robust recovery and address economic challenges

The American Rescue Plan supported families and communities
throughhardship causedly the coronavirus pandemic

The American Rescue Plasignedinto law in March 2021,
provided crucial support for families and helped set the U.S. on
the course to a strong recovery. The Rescue Plan included income
replacementfor families andfor workers who lost their jobs
through no fault of their own during the pandesnincluding
expansion ofthe Child Tax Credit,continued supplemental
Unemployment Insurance benefits and direct payments to
households. The Rescue pkasoprovided funding for state and
local governments to ke@ssential workers on the job andcale

up anddistribute coronavirus vaccigetestingand treatmenbn

an equitable basis.
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The expansion of the Child Tax Credit under the Rescue Plan was
one of the largestver, singleyear tax cuts for families with
children. Qualifying families received monthlpaymentsfrom

July through December 202Dver 36 million families that
included more than 61 million childrereceiveda total of nearly

$93 billion in advance CTC payment$e expanded CTC was the
primary diver of recordlow child poverty levels in 2021. The
expanded CTC alone reduced monthly child poverty by a@éb
kept3.7 million children out of povertst More than 80% of the
CTCb6s poverty reduction came from maki
refundable, so thdamilies with little or no incomeould receive

the full amoun#?

Under President Biden, the federal government delivered more
than $400 billion in direct assistance from the Rescue Plan and
other emergency response measures to more than six million smal
businesses, which kicked off a small business boom in Z0ie
Biden administration prioritized distributing sniallisiness
funding to businesses wiflewer than 20 employees and helped
businesses in lonand moderaténcome area$*

The American Rese Plan included $122 billion to help-12
schools reopen and address ongoing issues caused by the
coronavirus pandemic, including mental heattbncernsand
learning los$? In addition, the Rescue Plan deliveradre than

$10 billion for community collegeand their students)cludinga

record $2.7 billiorto Historically Black Colleges and Universities
(HBCUs)and their student®.

The American Rescue Plan also included funding streamslpo
households manage costisdwithstand the economic impact of
the coronavirus pandemicThe Rescue Planhelped make
healthcare more affordable, leading to record enrollment in



14

marketplace healthcare plafisThe Rescue Planmore than

doubled funding for the Loincome Home Energy Assistance

Program to 8 billion to hdp families with the cost of home

heating and cooling® In addition, Rescue Plan funding helped 5

million renters remain housed, leading to belaverage evictions

even after the end of ®®he CDC6s evictio

The Biden administration hatken sepsto raise wages and
protect workers

The Biden administratiorhas acted aggressively to protect
workers and raise wagddnder President Biden, the U.Sabor
Department is helping to ensure that more than 11 million
Americanworkers attain the pay thedeserveby improving the
guidelines for when employers can apply tips to meet minimum
wage laws® This action reverseSrump administratiorpolicies

that facilitated the underpayment of certain employees.

The Biden administratioalsoimplemented a $15 mimum wage
for federal contractorsup from the previous floor d$10.95%!
This raisewill impact over 300,000 workers and aid many mére.
Theminimum wagencrease for federal contractavgl alsoboost
the wages of those who do not work for federal cactiors by
increagng competitionfor talent®® Employers who compete with
federal contractors for workevsll facepressure t@lsoincrease
wagesto meet hiring needs, spurring broader wage increases

The Biden administration was the first to use thpiR&esponse
Mechanism in the U.SMlexico-Canada Agreement (USMCA) to
lift wages in the United Staté$Strong enforcement of the labor
provisions in the USMCA will ensure that companies can no
longer exploit workers in Mexico to save on labor cd3tas a
result of this change in enforcementompanies will have less
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incentive to cut American manufacturing jobs and wages and ship
jobs out of the country.

Biden administratioractiors alleviated supply chain disruptions

Global supply chains have faced regeatisruptions since the

start of the coronavirus pandenifc.International factory

shutdowns due to coronavirus outbreaks, extreme weather events

and Russi ads i nvaleontrtbuteddofbackldgs ai ne have
and delays that strained the ability of Ugdrts, rail lines and

trucking routes to deliver goods to markét.

Though much of the global supply chain crunch is outside the
control of the U.S. alone, the Biden administration eased supply
chain issues by improving port operations and addressing
logistical holdups through legislative and regulatory actfon.
Actionsi ncl udi ng moving some of the countr
aroundthe-clock operations and utilizing effeak hours to move
more cargpreduced the amount of dwell time for containers at
ports 3° Theseefforts helped alleviate port backups and led to a
record number of shipping containensvingthrough the Ports of
Los Angeles in 2021The Ports of LA moved record amount of
cargo in 2021,13% more cargothan theprevioushigh setin
201840

In December 2021, the Biden administration award@dl$
million from the bipartisan Infrastructure Investment and Jobs Act
to improve 25 American port facilities that play especially
important roles in the U.S. supply chain ecosysteifhe law
included aotal of $17 billion to repair ports and waterways, which
is estimated to support over 23,000 jobs each4fgsdditionally,

the Biden administration launched the Trucking Action Plan to
address labor force issues and create a pipeline forguiglty
jobs in the trucking industri?
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Congress and the Biden administration are working to bring down
inflationary pressures and reduce costs

Congress and the Biden administration are implementing policies
to reduce inflationary pressures. To bring down energepy he
Biden administration coordinated the largeger releases of both
domestic and international oil reserves to aggressively expand oil
supply and temper gas price increa$eBresident Biden also
directed the Federal Trade Commission to investigadtether oil

and gas companies are participating in illegal conduct to push up
gas price$® The Biden administration has alsmrkedto lower
household food costs by boosting food production and expanding
meat processing capacitidditionally, the Bideradministration
prioritized ensuring that the institution best positioned to fight
inflationi the Federal Reserve Boatas a full slate of highly
gualifiedexpertsto combat inflation

Congress and the Biden administratltave also taken action to
reduce out-of-pocket costs for familiesWith the Affordable
Connectivity Programncluded in the bipartisan Infrastructure
Investment and Jobs ActCongress and the administration
expanded broadband access and made it more affofdabdev-
income families The program provides up to $3fer monthto
help eligible families get access to the internet and currently serves
over 10 million households Congress and the Biden
administrationalsohave lowered monthly premiums and -oft
pocket health care costs via thighanced premium tax credits in
the American Rescue Pl&hMany of the record 14.5 million
families who got their health insurance through the Affordable
Care Act marketplacesluring the 2022 open enroliment period
are now spending less on health dhaen in 2020

The Biden administratiohas also worked to solve supply chain
disruptions that have been a major driver of high prices. The
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administrationhas made tremendous progress in working with
port® particularly two of the largest U.S. ports in LAsgeles
and Long Beaah to clear container backlogs and easgply
chain disruptions in order to get goods to consumers faster.
Additionally, the recently enactedipartisan Infrastructure
Investment and Jobs Act willelp lower longterm inflationary
pressures. Impromg roads, bridges, rail, broadband, airports,
cargo ports and water pipelinegl bring down costs for business
make the economy more producti@ed drive economic growth
all of which reduce inflation over the long term

The U.S. faces @th long-standing and new economic challenges

The U.S. has enduring wealth and income disparities along racial
and gender lines

Structural racism and sexism have been present in the United
States since its foundin§ince data were first collected on incem

and wealth along gender and racial lines, there has been evidence
of inequality in the outcomes of women and people of color
relative to norHispanic white mef® Disparities persist through
today In the first quarter of 2022, white men working ftithe

were earning more than $57,000 per yeansiderablymorethan

white women ($48,000), Black men ($42,000), Black women
($38,000), Hispanic men ($39,000) and Hispanic women
($35,000)*°

These differences in income, due to discrimination, occupational
segegation, gender socialization and more, haignificant
effecs over the course of lifetime$. Racial wealth gaps in
particular are the result of centuries of enslavement, property theft
and destructiorand discrimination inthe tax code, housing and
labor market2! Structural solutions are necessary to proactively

supportallf ami | i esd® financial . Theseur i ty

and
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policiesinclude universal child care, a fully refundahdild tax
credit and wealtfbuilding policies suckasbaby bonds?

Working families face unaffordable costs caring for children

The coronavirus recession pahormousburdens on working
parents, especially mothersaring for children and other
caretakers ofoved ones. The U.S. was already facing a crisis as
the cost otarehadgrown enormously, even as care workersdace
persistently low wage®¥. Recent national estimates find that child
care costs for a single child average between $9,200 and $9,600
per year* For a family with two young childreraverage child

care osts exceed the median cost of rent in every reporting state
and the District of Columbi2 Investing in care infrastructure will
help parents rengage the workforce and grow the economy.

Climate change poses a unique threat to society and economy but
investments in clean energy will reduce costs and support new jobs

Climate change is an existential threat thS. families,
communities and theconomy.The economic impact of inaction
on climate change is large and growirigxtreme heat will
continue to de®ase productivityand extreme weather events will
cause more damage to communities. tioeome and
marginalized communities will see some of the largest economic
impacts of climate changbut havethe fewest resources to
withstand the negative impacttufjher temperatures and extreme
weather.

Investments in clean energy do more than combat climate change,

they will lower energy costs, support new jobs and insulate family

budgets from volatile energy marke@ontinued dependence on

fossil fuelswill render families and businesses vulnerable to

shocksin theinternational energy supplikePut i nés i nvasion of
Ukraine which has pushedip the price of gas at the pump.
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Transitioningto clean, renewable energy sources such as wind and
solar will protect families from drastic energy price increases
while fighting climate change.

Working families face barriers to finding stable, affordable
housing

The economic fallout from the coronavirus pandemic only
worsened the ongoing housing affordability crisis. Estaye and

the District of Columbia, lacks sufficient rental housinghat is
affordable for the loweshcome rentersa problem thahas been
exacerbated recently by pandemitated supply chain
bottlenecks. Thesengoing affordability crises highlight the need
for greater public investmenb improve housing stability and
increase affordability for American families.

The American Rescue Plan included valuable investments in
housing stability thattogether with oter pandemic relief bills
prevented the sort of massive housing crisis that the U.S. saw
during the Great Recessidrhis included the Emergency Rental
Assistance program, which has helped dvenillion families at

risk of eviction as of March 2022vhile enabling states and
localities to run their own rental assistance programs.
Additionally, the combination of thdomeowner Assistance Fund
and the federal moratorium on foreclosures helped avoid the
devastating effect®f the foreclosure wave during the Great
Recession.

Concentrated corporate power has reduced American
competitiveness, raising costs for families and lomgewages

Evidence shows thabrporate concentration and power has grown
in recent decades, constraining healthy competitive markets while
redwing wages and pushing up prices for U.S. househGids
study found 60% of local labor markets in the United States are


https://nlihc.org/gap
https://home.treasury.gov/policy-issues/coronavirus/assistance-for-state-local-and-tribal-governments/homeowner-assistance-fund
https://www.responsiblelending.org/research-publication/2013-spillover-costs-foreclosure
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now highly concentratedwhich has reduced competition and
made it more difficult for small businesses to survf/&ewer
firms compeihg for business has pushed up prices for consumers,
and fewer firms competing for workershas reduced wages.
Concentrated corporate power also threatens innoyatsn
businesses hand profits back to their shareholders instead of
investing in researcand new technology.

Record corporate profits asmotherclear indication that markets
have become less competitiveerthe last twenty yearE. While

the profit share of GDP varies with the business cycle, it remained
relatively stable for the latter Haif the 20" centuryandaveraged
about 6962 But over the past two decades, profits have outpaced
economic growth, and the aftexx profit share has increased to
roughly 9%°° Higher corporate profits have led to increased
payouts to shareholders, barsi¢o entry for new companies and
reduced economic dynamism, as dominant firms are less likely to
be replaced than they were two decadestago.

Despite record profits, firms are investing less per dollar of profits
than they did decades ago. Between 1&&22001, firms invested

20 cents per dollar back into their businesses by spending on new
equipment and innovatiot$ Today, firms are investingist half

of what they used to, which Igniting productivity andstifling
economic growtl§?

Increasing cocentration in the U.S. economy is also responsible
for at least a 7% increase in overall consumer prices over the last
17 yearS? Estimates show thahéreased monopoly rentsve

cost the typical householépproximately $3,700 every yedr
Rising marketoncentration is also |
compensation and bargaining povfer.
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New financial technology creates opportunities and risks for the
U.S. economy

Over the last 11 years, the market for cryptocurrencies and the
broader class of digitaksaets has grown from a niche industry to

a globally significant financial market. This asset class is notably
volatile, with the total digital asset market gaining and then losing
over one trillion dollars in valuevice since January 202£.The
market hasdropped steadily since its peak in November 2022,
contracting from nearly $3 trillion to only $1.2 trillion in May
202257

While still a small share of the broader financial system compared
to stocks and bonds, the growth of digital assets poseskrtbats
volatility and digital bankuns on certain assets could disrupt
more mainstream financial institutions like pension funds or
mutual fund$® Moreover, these assets pose significant consumer
protection risks given issues with financial fraud, hacks a
market manipulatiofi® While all investments involve risk, the
lack of disclosure and reporting requirements in many parts of the
crypto asset industry tilt the playing field towards powerful
players who can potentially manipulate markets to their
advanage’®

The current financial regulatory framework has taken steps to

increase oversight and crack down on fraudulent actors, but

significant gaps remaiftt Updating the federal goverr
regulations through legislation and executive action to increase

oversight of crypto assets can help guide innovation that protects

investors and the integrity of financial markets
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CHAPTER 2: LONGSTANDING ECONOMIC
I NEQUALITIES REQUIRE RENEWED PUBLIC
I NVESTMENT AND REAL SOLUTIONS

In recent decades, progress had beadeo close longtanding
inequities that persist along racial, ethnic, age and gender lines.
However, the onset of the coronavirus pandemic exacerbated these
pervasive gaps, highlighting the need for renewed public
investment and real policy solution® tcreate economic
opportunity for all U.S. workers and familiesFor example,
unemployment among Black and Hispanic workers, which has
been persistently higher thamat of white workers, spiked
precipitously at the onset of the coronavirus pandemic. dlativ
American communities have long faced barriers to economic
opportunity and continue to lag behind their white counterparts as
the nation recovers from the economic impact of the pandemic.
Additionally, large economic inequalities persashongdiverse
AsianAmerican and Pacific Islander communities.

While overall unemployment numbers are strong, many workers
of color still experience unemployment rates that are higher than
averagdor white workers In May 2022, the unemployment rate
was6.2% for Black workers, 43% for Hispanic workers ar2i4%

for Asian workers? Unemployment among American Indian and
Alaska Native workers wa&5% fiot seasonally adjustet®The
persistence of economic inequality in unemployment, income and
wealth requires renewed publinvestment and real policy
solutions to create economic opportunities and fight
discrimination.

The gender pay gap has also persisted as women continue to face
barriers to full participation in the econoragd discrimination in
the workplace The pandmic increased caregiving
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responsibilities,and women shouldered the majority of this
responsibility This ledto lowerlaborforceparticipation rates than
that oftheir male counterpart@and womeés participationrates
have yet to reboun@ven as the nabn recovers. Attacks on
reproductive rights will only restrict economic opportunities and
hinder progress for women and their families.

Finally, the coronavirus pandemic has had a disproportionate
impact onolder workers, who are generally defined aséages

55 and above. The pandemic shed new light on the struggles facing
older workers, including existing hiring and wage discrimination,
the physical toll of certain types of work and growing retirement
insecurity.

Black Americans have made significamonomic progresdut
income and wealth gaps persist

While median incomes for workers of all races have mostly
increased since 1972, Black househimidome continues to lag
behind that of white householdS oday, the typical Black
household earn§2 cens for every dollar earned by a white
household? The gap in incomes was smallest in 2000 but
widened during the Great Recession before only recently
beginning to narrow agaifi.In 2019, the ratio of white to Black
wealth was nearly 8 todla result of histocal disparities in asset
ownership, unemployment, wages and intergenerational wealth
transfers’®

Many policymakers and commentatossiggesteducation as a
panacea for eliminating racial income and wealth gaps. However,
evidence shows that increased eational attainment alone is not
enough to closemployment, income and wealth gdp®espite
enormous gainover the last 50 years imBlack educational
attainment the racial wealth gap between Black and white
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householdshas actually increas#t For examm, Black college
graduates in theBOshave seen their wealth position dimpmore
than 80%relative to their white peeompared t@0years agd®

Regardless of wheth@lack workerscomplete a postsecondary
program,their incomes remaisubstantialf below that ofwhite
workers,theyare twice as likely to be unemployed ahdyearn
substantially less over their lifetimes. Almost%@f Black
college graduateare underemployédworking jobs that do not
fully utilize their skills, expeence and avébility to workd
comparedto 31% of white graduate&® To achieve the same
socioeconomic status, Black students must go to school for longer
andearnmore academic credentials than white stud&hts.

At the onsetof the pandemicrecession Black workers and
families were disproportionately impactég the spread of the
coronavirus and the loss of millisrof jobs across the tited
State$! The American Rescue Plan aadtionsby the Biden
administration were criticato helping Black families, small
businesseand communities weather the impact of the coronavirus
recession. The Rescue Plan expanded the Child Tax Credit,
extendedsupplementalnemploymentnsurancdenefits and sent
direct payments to households. It also included a historic $2.7
billion investrent in Historically Black Colleges and Universities
(HBCUs)andtheir student§? The Biden administratiodisbursed
more than $400 billion in relief to small businesgrioritizing
businessewith under 20 employees and creating a $1 billion fund
for soleproprietorships in lowto-moderate income are&s.

Congress can do more to create economic opportunity for Black
communities and fight discrimination against Black workers.
Investing in care infrastructure will help parents who face
difficulty finding care for their children, reduce costs for families
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and raise wages for care workers, who typically receive low wages
andaredisproportionatelywomen of color Investments in clean
energy and climate resilience will help protect the health and
safety of Black communities, which are disproportionately
impactedoy fossitfuel energy production arade morevulnerable

to extreme weather. Further investments in HBCUs and policies
that fight racial discrimination in the workplace will provide
greater economic oppoinitiesto Black students and workers.

Hispanic workers and business owngsswer economic growth
but face continued barriers to economic opportunities

Hispanic workers and smdblusiness owners are a critical part of
the U.S. economy, helping carry the€oaomy through the
pandemic and into recovery. Nearly 5 million Hispaowvened
businesses contribute over $800 billion to the American economy
every year, and about oeiarter of new businesses are Hispanic
owned®* Hispanicowned businesses are poweriody jcreation,
employing about 3 million workers, and Hispanic entrepreneurs
have built successful businesses despite barriers to accessing
capital 8

Across industries, Hispanic workers played a pivotal role in
supporting the U.S. economy during the panidemcluding in
jobsthatoften placed them and their families at #8idispanics
compriseda large share of workers in jobs that reqlictose
contact with sick and highsk individualsand were more likely

to become hospitalized or die at the onsethe coronavirus
pandemi&’ Evenbeforethe pandemic, @upational segregation
hurt Hispanic worker§ earnings andesuled in poorerworking
conditions® For examplepver half of all Hispanic women in the
workforce were in lowpaying occupationsear the end of 202%°
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A renewed focus on creating economic opportundies fighting
discrimination § necessary to ensure that Hispanic workers
businesseand families can shaie the prosperity that they help
create. The American Rescue Plaok importam steps, including
funding for college and universitieshat included about $11
billion for HispanieServing Institutions® Congressional support
for small businesses helped create a smainess boom in 2021
and Hispanic business formation that yeasw3% higher than
before the pandemit. Additional investments in the care
economy and manufacturing jobs will create economic
opportunities for Hispanic workers and their families.

Native American communities still face barriers to economic
opportunity

The legacy ofviolent removal, forced assimilation and ma
obligationsare reflected in the nature and magnitude of pervasive
structural disparities that threaten the economic security and
opportunity of Native American communiti&Native people are
held back by persistent disparities in employment, income and
education. By early 2022, the labor force participation rate of
Native Americans remained below the national Patdlative
Americans are also more likely to earn less than-Higpanic
white Americans® These disparities contribute to a cycle of
intergenerational poverty. Native Americans are more likely to
live in poverty than individuals of other minority groups,
irrespective of ag& Climbing the ladder of economic mobility is
further complicatedby disparities ireducation, as just one in five
Native Americans over the age of 25 has attained a ba&helor
degree.

Barriers to wealttbuilding and financing also limit the economic
security of Native Americans. The typical white family has more
thantwice the wealth of the typical American Indian and Alaska
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Native (AIAN) families ° Because wealth serves as an enabler of
opportunity, these disparities translate into inequities in hgusin
access to education and econoraigcomes Despite a strong
preference for owning a home, a smaller share of Native
households owned homes in 2020 than in Z808imilarly,
Native entrepreneurs are more likely than their counterparts to
face barriersd obtaining credit and reportgreater reliance on
informal finanéng.%®

The American Rescue Plan and the bipartisan Infrastructure
Investment and Jobs Act directly addressed -stagding
economic issues facing Native communitiBlse Rescue Plan, for
example included the largesgver funding for the Lowncome
Home Erergy Assistance Program (LIHEAP), assistance that is
critical for Native American households that face
disproportionately high energy WR° The bipartisan
infrastructure acinvestsover $11 billion in Native communities,
including funding for broadbandwater and transportation
infrastructure'® Additional investments are necess#mycreate
equitable economic opportunities for Native communities.

Large economic disparities exist within Asi#@merican and
Pacific Islander communities

The Asian American, Blive Hawaiian and Pacific Islander
(AANHPI) population in the U.Sis among the fastegjrowing

and the most diverse, encompassing a large number of origin
groupst® The AANHPI community was hit hard by the pandemic
and the economic recession that follovid ha made a strong
recovery thanks to pandemic relief. Discrimination, fear of
violence and high death rates took a toll on the quality of life and
economic state of the AANPI community during the
pandemict®? Yet, assistance in the American Rescue Riad
other pandemic relief provided necessary support and spurred a
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broadbased economic recovely By early 2022, the

unemployment rate for Asian Americans had fallen to 2.8%, after

peaking at 14.3% in 2020. Similarly, only 3.8% of Native

Hawaiians and Rafic Islanders were unemployed by early 2022,

compared to 9.3% # the pandemicbs peak

Aggregate measures of economic wWeding mask the diversity of

the AANHPI community, causing them to seem uniformly
prosperous despite having the highest levehobine inequality

of any major racial grouf® F o r exampl e, I ndi an Amer i c
median family income is nearly twice the national median, while
refugee populationsuch as Malaysian Americarad colonized
populationssuch as Native Hawaiians and the indiges people

of the Pacific Islandsare significantly pooret®® Similarly,
aggregate statistics of educational achievement obscure the low
rates of college graduation for Native Hawaiians and Pacific
Islanderst®’

The American Rescue Plan included fundihgtthelped Asian
Americans, Native Hawaiians and Pacific Islanders, including
about $5 billion in higher education funding for Asian American
and Native American Pacific Islandserving institutiong®
Expanded premium tax credits under the Rescue Plgredel
almost 200,000 previouslyninsured Asian Americas, Native
Hawaiians and Pacific Islapts once againpurchase health
insurance®®

Policies that fight discrimination, further the transition to clean
energy and advance research, innovation and maatifegwill
help create jobs and economic opportunities\sian Americans,
Native Hawaiians and Pacific Islanders.
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Further progress is needed to close the gender wageagdp
ensuregreatereconomic opportunity for women

In 202Q women earned 83 cents fevery $1 that men earned on
averagel® While the gender pay gap has narrowed in the last 60
years, with the largest improvement occurring during the 1980s
progress has stagnat®d This isparticularlytrue for highekskill

and higheipay workers. In théast three decadethe US. has
made as much progress in closing the genderewag aswas
made in the 1980slone!!?

The gender pay gap is even greater for women of color. While the

gender wage gap ratindicates that women earn 83 csfiar each

dollar earned by a manthis figure, which refers to the pay

disparity between the average man and the average woman,

obscures the vast differences in the earnings of women of different

races and ethnicities. Black and Hispanic women have the widest

pay gap rab relative to white mergt 63% for Black women and

57% for Hispanic women. White womends g
just below the averader all womenat 79%?%'3

While the gender wage gap has narrowed over the past 60 years,
progress towards closing it hatalled even asvast racial and
ethnic disparities remain. Structural solutions that ensure all
workers have the care infrastructure they need in order to
participate fully in the labor market atishtaddress the systemic
devaluing of work done by womewill be necessary to fully
addresshis gap.

Access to safe and legal abortiam addition to being an issue of

bodily autonomy and reproductive rights, also a matter of

economic equality and opportunity for woméniany states put

unnecessary resttions on women seeking abortions, restrictions

t hat have no basis in medical science a
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and weltbeing!!* Access tosafe and legahbortion increased

womenoés probability o¥Thpefeduati ng col |l e
was even larger forIBck women, whose chances of completing

college increasedwo- to threefold. Being able to delay

motherhood by one year due to access to legal abortion increased

womenos wages bl{fActeis¥ abortionenaklesa g e .

people to make the decisions tttaae right for them and their

financial security which is also essentifbr advancing broadly

shared economic growth

Older workers face ongoing discrimination in the workforce

Older workers, generally defined as those 55 and above, made up
a quarter othe workforce in 202yut the coronavirus pandemic
haspushed a disproportionate share of these workers out of the
workforce*’ From April to September of 2020, for the first time

in 50 years, the unemployment rate for older workers (55+) was
higher thanthat of midcareer workers (age 35 to 54) in a-six
month rolling averagé'® In 2021, there were still more thane
million unemployedolder workers and nearly halfhad been
looking for work formore thar27 weeks-*°

The pandemic also shed light on theséon in earnings and job

quality that older workersad already experienced in recent

decadesBy 2016, the wage premium for an additional year of

tenurehad fallen by nearly half from its 2000 peald nearly

30% of workers 55 to 6reported workingobs that requiréfi | ot s

of physical ef f o'fThése outwenesandtheal | t he ti m
growing retirement insecurity that erodes the bargaining power of

older workers arexacerbatetdy age discriminatiof?!

Age discrimination not only creates unlawfurbers for older
workers in their employmenit,also hurtsheeconomyas a whole
Preconceived notions about the capacities and expenses associated
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with older workers can make it harder fbemto find and retain

work.}?? In 2018, age discrimination ofldypes is estimated to
have cost the United States $850 billiéfiwithout intervention,

this cost is estimated to reach nearly $4 trillion by 2650.

Creating an Older Workers Bureau at the Department of Labor,
enhancing retirement security for older wers and enforcing
laws against age discrimination would assist older workers and
help them continue contributintyeir talents and wisdonm the
workplace.
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CHAPTER 3: PRUDENT PUBLIC INVESTMENTS SPUR
L ONG-TERM EcoNOMIC GROWTH AND CREATE
EcoNoMIC OPPORTUNITIES FOR ALL

The American Rescue Plaras essentidab help families weather
the immediate impact of the coronavirus pandemic and to
jumpstartthe economic recoverybut additional investments are
needed to sustain losigrm economic growth and build skdr
prosperity for all U.S. workers and families. Investinghiid care
would reduce costs for families, help parents enter the workforce
and improve social mobilityFor example, he expanded Child
Tax Credit included in the Rescue Plan demongtrate
effectiveness of investments in families for fighting poverty and
creating economic opportunities for parents and children.

Investment in infrastructure, innovation and manufacturing will
also power longerm economic growth and bring down
inflationary pessures. The bipartisan Infrastructure Investment
and Jobs Act willhelp re-build critical infrastructure, creating
jobs, reducing costs for businesses and making U.S. infrastructure
more resilient to the impact of climate change. Additional funding
in reearch and manufacturing wihelp spur innovation and
continue the boom in manufacturing jobs that started under
President BidenFinally, investments in clean energy will create
new jobs, reduce U.S. dependence on fossil fuels and fightthe on
going impat of climate change.

Investing in families and the care economy will create jobs and
reduce costs

Investing in the care economy will help working families and
create longterm economic growth
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Strong labor force participation is a keyputto economic groti,

but the labor force participation rate in the United States among

both men and women has fallen in recent dectdes.critical

cause of the decline among women is the lack of structural support

for their full economic participatiorBecause responsiliy for

providing care continues to fall disproportionately on women

policies such as paid leave and affordable child care would

increase womeno6s | abor force participat

Historically,l bost i ng womenés | abor force part:.i
profound andpositive impact on individualfamily and overall

economic conditios As more women entered the labor force over

the 20" century, a parallerendemerged: wages for lomcome

workers fell and stagnated for middiecome workerd?®

Wo me n 0 s (g ripateon irethe fopnalrlabar rmarket has been

crucialto making up for this lost household incoféData from

before the coronavirus pandemic showed ttvab-thirds of

mothers in married couples and thopearters of unmarried

motherswere employedoutside he homé?8 Policies that support

families and womenbés full participation
as paid leave and child care, are crucial to strong, stable economic

growth.

Investments that boosto mend6s | abor force participe:é
would generate rojust stronger economic outcomes for their

families buttheentire economyEstimates show thatvegingin

early childhood education alomanhave largeeconomicreturns,

yielding up to $9 in future gains for every $1 invested in the

current systemand creating significant benefits both for

participating families and the economy as a whélénadequate

access teaid leave and affordable child caexlucedJ.S. GDP

by $650 billiord 2.9% of total GDB every year because women
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are kept back from the workfoe according toanalysisby the
130

National Partnership for WomemdFamilies.
Care economy investments will boost social mobility and raise
incomes for millions of people

Invesing in affordable child care is not only important for

boosting labor force articipation today, it is also important for

i mproving workforce productivity and
future.

Ensuring that children receive quality care, attention and
education in their early years sets them on a path to better
educational, health dneconomic outcomes far into the future.
Investment in early childhood supports the social and cognitive
developmergthat underlie the skills that are rewarded in fe.
Research has found that childreho attend preschool grow up to
be healthier, betteeducated and more productive workers who
pay more in taxes and are less likely to be involved in the criminal
justice system or to access income support progthars those
who did not attend preschoBf Preschool attendeedso have
higher lifetime earmigs, a key metric of upward mobiljtgnd go

on to earnas much a$0% morethan their peers who did not
attend preschodf?

The expandedChild Tax Credit provedo be an enormously
effective tool for helping familieshildrenand the economy

The Child TaxCredit CTC) expansion included ithe American
Rescue Planvas one of the largestver singleyear tax cuts for
families with children.The Rescue Plamade the CTC fully
refundable and dramatically increased the value of the credit from
$2,000 per childo up to $3,600 per child under age 6 and $3,000
per child between ages 6 and. JAdvance payments of the
expanded CTC, paid out in monthly installments for six months in
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2021, helpednore than 61 million children from over 36 million
families'3* Changes d the CTC made under the Rescue Plan
enabled many previously ineligible lowncome families to
receive the full credit angut money in the pockets of working
familiesto pay for household expenses.

The expanded CTC was the primary driver of redovd child

poverty levels in 2021. The expanded CTC, alone, reduced

monthly child povertyby 30%and is credited wittkeeping 3.7

million children out of povertyhile the policy was in effect®

Morethan80% f t he CTCb6s poverty reduction ca
the cedit fully refundable for families with little or no incom#.

Reattime Census Household Pulse Survey data showed that
advance CTC payments provided mungteded income support to
families Mostspentheir advance CTC paymentsmediatelyon
household neessitiessuch as food and remwr, usedthe payments

to pay off debt. Similarly, families who received the CTC portions
of their 2021 federal tax refunds use funds to pay off debt or
cover household necessities soon after receiving.them

Economicresearch has shown hotie CTC would generate

economic benefits for society as a whole if made permanent.

Columbia University researchers found that child allowance

policies, including the expanded CT@eneratei ver y hi gh net
returns for the U.S. populatin 13 $he researchers also estimated

that a permanent expansion of the CTC would cost $97 billion per

year and generate social benefits of $982 billion perdyea$10

in benefits for every $1 of investment.
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Investments in infrastructure, innovation and nmafacturing
will improve economic productivity and create jobs

The bipartisan Infrastructure Investment and Jobs Act will rebuild
Americds crumbling infrastructure

Investments in infrastructure, innovation and manufacturing will
help power longerm econmic growth and bring down
inflationary pressures. he bipartisan Infrastructure Investment
and Jobs Agtwhich President Biden signedo lawin November
2021, will help create jobsand strengthen the economlyy
facilitating these types of investments.

The bipartisaninfrastructurelaw invests $550 billion to help
reversedecades of underinvestment American infrastructure.
Recent Joint Economic Committee analysis showed that federal
infrastructure investment over the past two decades reguddirly f
below 3% of total federal spendingn comparison federal
investment in infrastructure often exceeded or came close to 5%
of total federal spending before 1988.

According to the Economic Policy Institutayer the next decade,
the bipartisan infrastructer law will support approximately
772,000 jobs per yeaf? Investments in roads, bridges, freight
rail, airports and cargo ports will strengthen supply chains and
improve productivity, which will advance sustained economic
growth and reduce lorggrm inflation.

Investing in innovation and research is essential for keeping the
United Stategconomically competitive

Congress is also consideringp@rtisan innovatioregislatior®

the America COMPETES Act passed by the House and the United
States Innovation and @wpetition Act (USICA) passed by the
Senaté that wouldmake critical investments for U.S. economic
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growth and for U.S. competitiveness in the global econatfy
Thebipartisan innovation bills would address vulnerabilities in
U.S. supply chais that were highghted by the coronavirus
pandemic This legislationwould invest in supply chains for
critical technologies, such as seoainductors, and would support
all stages of critical technology production in the United States,
beginning with cuttingedge reseahcand continuinghrough to
domestic manufacturing. The bills wowdtsoimprovethe United

St a ttompeditive edge internationally by spurring innovation
and harnessing it to create new jobs, companies and industries.

Research and technological innowati especially in areas such as
advanced manufacturing, are foundasibfor future economic
growth!4? From basic research to technological development to
entrepreneurship, new products and approaches can support new
businesses or entire industries, whielads to improved living
standards and economic development. The bipartisan innovation
legislationwould help keep the United States on the cutting edge
of technological development, which includes developments in
artificial intelligence, quantum computindpiotechnology and
advanced energy.

Addressing climate change is ¢
economic well being

Addressing climate change will help drive economic growth
while also protecting families from the dangers and costs of
extreme weatheDramatically cheaper clean technology, along
with energy security concerns, amplify the economic benefits of
transitioning away from fossil fuels. The cost of inaction rises each
year, and the benefits of acting on climate change have never been
greater han they are today.
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Climate change will have major social and economic
consequences for thénited States

The economic cost of inaction on climate change is large and

growing. Climate change is already making costly extreme

weather events more common2@20, extreme weather disasters

cost almost $100 billion and in 2021, extreme weathecosts

increased almost 50% to nearly $150 billt6h. Warmer

temperatures also weaken major drivers of economic growth by

| owering | abor suppl yuyctivigamist ri cti ng wo
cutting family incomes$* Extreme weather also creates feedback

effects that destabilize energy markets and raise costs for heating

and electricity**®

Inaction on climate has alreadgxacerbated thewumber of
incidence of extreme weather andifead to more devastating
impacts on communities across thdJnited States
disproportionately harming marginalized and {mgome
communities. Hispanic Americans face disproportionate earnings
risk from climate change, whilBlack Americans are 40% more
likely to live in areas with the greatest expected increases in
mortality due to climate chand&®

Investments in clean energy will reduce costs for families and fight
climate change

Innovation in clean energy technology has dramatically reduced

the cost btransitioning away from fossil fuelsshich is necessary

to lowering costs for families and incréag energy security. The

cost of solar power has gone down significantly in thégesade

while wind power is already one of the lowestst energy soaes

available!*” As gl obal supply <chain disruptio
invasion of Ukrainehave pushed up energy prices around the

world, the cost advantages of clean energy have only giwn
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Investmentsin clean energy production and transmissioiti
allow for more clean energy to reach families, while electrifying
homeswill reduce costs and bring down carbon emissiéh

Moving towards cleamnergy transportation will help reduce
costs for familieswvhile fighting climate change. Investments in
electric vehiclecharging infrastructure will allow more families to
drive withoutemitting climate warming fumesr paying for gas.
Electric vehicles insulate drivers from gas price volatility and are
already reducing oil consumption by 1.5 million barrels per day
worldwide 1*° The battery technology that has been a choke point
for electric vehicleexpansiorhas also seen dramatic cost declines
over the last decade, with Lithium battery prices falling 89% since
20101

The bipartisan Infrastructure Investment and Jobs Aakew
enormous strides in clean energy transmission, climate resilience
and clean transportation. The bipartisan legislation will invest $73
billion in clean energy transmissiowhich includesesearching,
building and expanding resilient transmission agldctricity
distribution technologies and clean renewable en&¥gyhe
Economic Policy Institute estimated that the bipartisan legislation
will support more than81,000 jols each yearelated to power
infrastructure’>3 The legislation also invests $39 il to expand
and modernize public transit, $7.5 billion to build out a national
network of electric vehicle chargers and $5 billion to deliver zero
and low emission school buses nationwide.
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CHAPTER 4: THE STRONG ECONOMIC RECOVERY AND
A FAIRER TAX COD E CREATE THE FISCAL SPACE FOR
PUBLIC INVESTMENTS

The U.S. fiscal picture has improved significanihger President
Biden.

Under President Bi den, the federal gov
has been reduced, and the U.S. fiscal picture has improved

significantly. In just the first year of the Biden administration, the

federal budget deficit was reduced by more than $350 billion.

According to estimates from the Treasury Department, the budget

deficit is expected to fall by $1.5 trillion in fiscal year 2022jath

would be the largest ongear decreasén the deficit in U.S.

history. The Treasury Department expects to pay down the

national debt held by the public this quarter, which has not

occurred since 2016

Recent analysis from the Congressional Budgeic®ffCBO)
showed that the budget deficit during the initial seven months of
fiscal year 2022 was approximately efifeh of the level during

the same time frame in the previous fiscal year, with revenues up
39% ($843 billion) and outlays down 18% ($729ibi1).1°° CBO
projectsthat the budget deficit will drop from $2.8 trillion to $1.0
trillion in 2022, and will continue to decrease in 2023.

Making the tax code fairer would suppostrong economic
growth

Increasing the taxes that big corporations andvibalthy pay
would help drive economic growth Kynding investments in
infrastructure and workg families, while incentivizing
reinvestment of capital in more economically productive
activities®® A fairer tax codevould lower costs for middteand
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lower-income households, increase productivity and bring down
inflationary pressure.

Economic data and research cleathpwthatrevenueraising tax
provisions that make the tax code fair and progressare
consistent with strong, broadly shared economic gtbhw
Similarly, evidence fromtax cuts on the wealthy and big
corporations hee failed to produceadditionalinvestment or wage
growth!®® This holds true becauseviestors continue to look for
the highest returnand economic growth is not affectday
increaed taxes on capitHl° Data from U.S. states show that tax
cuts at the federal level for the bottom 90% of earners can boost
job growth, but tax cuts for the top 1086 not*®*

The U.S. income tax code violates many of the basic tenets of a
fair tax system allowing many big corporations and wealthy
individuals to get away with paying little to nothing in federal
income taxes. For example, thestitute on Taxation and
Economic Policy found that 5% the Ilargest U.S.
corporationgaid no federal corporateicome taxes in 2020
Similarly, reporting from ProPublica revealed that the
C 0 u n wealhi@st individualpay little to nothing in personal
income taxes®2 A fair tax system would ensure lewnd middle
income Americans do not pay more in taxes thanymiaig
corporations or wealthy individuals.

Asking big corporations to pay their fair share would level the
playing field of U.S. businesses

To make the tax code faireng Biden administration has proposed

changesto corporate income taxedNotably, Preslent Biden
proposedncreasing the corporate income tax rate from 21% to

28%%The Presi dent &l sybstaotiplly oveed r at e i s
than the 35% top corporate tax rétat wasin place for several
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decades, including during the economic boom of tB80%
Raising the corporate income tax rate will increase tax
progressivity and reduce income inequality, while raising revenue
for infrastructureand othemproposalsthat are needed to sustain
broadly shared economic growth

Additionally, the Biden athinistration won international backing
from nearly 140 countriefor a 15% global minimum ta%* The
agreement would prevent large companies from shifting their
profits to tax havens by requiring them to pay taxes in the places
where their products are sol@lhe global minimum tax df5%
institutedon a countryby-country basiswould end incentives for
U.S. corporation$o shift profits and jobs abroad@his outcome is
ensured by other countrie8 ¢ o mmi t ra®de tbg thet o
agreement. These tax changes widl level the playing for
domestic businesses to compete with large, multinational
corporationsand would end the race to the bottom in international
corporate taxatian

Making the individualincome tax code fairer would reduce
income inequality while proating economic growth that is
broadly shared

President Biden haalso proposeda number ofchanges to the

individualincome taxcodeto ensurehat the wealthy pay their fair

share.Last year, the Office of Management and Budget and the

Council of Economidvisersestimatedhat billionaires paid an

average federal tax rate ®f just 8.2%
To make the federal income tax more féire President proposed

a billionaire minimum income tax, which would impose a 20%

minimum tax on househaddwith more than $100 milliomn

assets® In addition, PresiderBidend groposal would taskoth

wage income and unrealized gaissich as stock growth! If

enacted,ist ax woul d fall | argely on the coun
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billionaires. The White Housesemates that ik proposal would
raise $360 billion in new revenue over the next 10 y&#Ars.
President Bidemlsoproposed taxing unrealized gains at death to
prevent the wealthiest Americans from sidestepping billions of
dollars in taxes antb stop incefivizing the holdng of assets for
tax avoidance®®

Increased funding for tax enforcement will help raise revenue and
ensure greater tax fairness

Increasing enforcement téfderaltax policies will help ensure that

all taxpayers, regardless of incomefually pay what they owe.
The complexity of the current tax systdras madet easier for
wealthy taxpayers to hide portions of their income from the
Internal Revenue Service (IRS), thereby facilitating tax avoidance.
As a result, théax burderin this ountry fallsdisproportionately

on those whose income is derived largely from walgesause
wageinformationis reported automatically to the IR$axpayers
who deriveincome from other sources, such as capital gaemsl

to be the wealthiest Americansxchare better positioned to
underreport their incomi® avoid paying taxes. The gap between
federal tax owed and what is actually paahlled the tax gapis
estimated to cost the federal government approximately $600
billion a year*’®

As a result of chrogidisinvestment in the IRS, audit rates on those
making over $1 million per year havallen by more than 60%
over the last decadé! This low audit ratehas led to a twdiered

tax system: one for the wealthiest Americans and one for
everybody elsdnvesing in alditional enforcement auld enable

the IRS tdfocus on pursuing only those with incomgeater than
$400,000 as the President has propa$€&dPresident Biden has
called for providingthe IRSwith additionalenforcement power
and an extra $80 billmover the next 10 years to help crack down
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on tax evasion by higharners and large corporatioidStudies
have shown that investments of this magnitude could generate
more than  trillion over the next twodecads.'’* The Treasury
Departmenspecificallyfound that these reformsomldraise $1.6
trillion in the second decadecaus@vestments in the IR&ould
needseveral years to reach their ultimate payétiin addition,
reforms that protect, empower and reward whistleblowers who
report tax fraud wouldomplement the enforcement powers of the
IRS and deter tax evasioRevenuegaised through increased tax
enforcementwould bring down the federal budget deficit and
would be spent on programs that wouldmpen longerm
inflationary pressures.
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CONCLUSION

The United States has experienced a strong economic recovery
from the coronavirus pandemic, but lesignding economic
disparities remain and new challenges to bilbased economic
growth lie ahead. Because of the strength of the recovery, the
United St#es is well positioned to overcome current and future
challenges to build shared economic prosperity for all. Policies
that invest in the care economy, rebuild infrastructure, spur
innovation and transition the United States to clean, renewable
energy will sustain economic growth over the long term and
address real problems facing U.S. workers and families.
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VIEWS OF RANKING MEMBER MIKE LEE

The Employment Act of 194&reated the Joint Economic

Commi ttee and tasked inploynent,h promoti ng
producti on, and purchasing power 0O as
economic policymaking. Constrained by the limitedvernment

set up by ourConstitution and guided by free and competitive

enterprise, these goals are the bedrock of a sound economic and

fiscal policyd they are essential to the American pursuit of a more

prosperous future.

I n 2021, President Bidends incoming Adm
policies that slowed employment, stalled production, and eroded
purchasing powér in short, policies thatchieved precisely the
opposite of these stated policy goals. PO@2Economic Report

of the Presidentleflects responsibility for the harm these policies
unleashed on American families through rising prices, suppressed
employment, and insufficient econamigrowth. It instead
articulates a explicitly politicalagenda that is at odds with once
shared goals for allowing the American economy to thrive. Our
Response to the Economic Report of the Presidsse¢sses the
state of the economy and reviews the potiboices thashape

the current state of inflation, employment, growth, and related
measures of social wetleing.

Beginning in 2021, the Biden Administr
recklessfiscal policy stoked the highest inflation rate the United

States hasseen in four decades. Inflation gnawed away at
Americansd6 wages, savings, and aspirat.i
risingcosts for groceries, housing, gasoline, and other basic goods.

These surging prices did the most harm to poor and madalés

householdswho sped the greatest share of their income on

essentialsAs of April 2022, the inflation that hasccurred will
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cost the average American household more than $6,800 over the
next year.

The same policy choices obstructed Amei
labormarket and slowed the return to full employment following
the COVID-19 recession. Expanded benefits across a range of
pandemic programs discouraged Americans from reconnecting to
work. Vaccine mandates prohibited work for some unvaccinated
Americans, schal closures made it more difficult for parents to
work, and cash transfers enabled wark. Low-wage workers

and historically disadvantaged Americans, who enjoyed
unprecedented gains in the yp@demic economy, once again fell
behind. Measured againstetiprepandemic trend, more than 6
million workers are currently missing from the labor market due
to policies that discouraged work.

Policies that expanded the size and scop8aMernment and its

involvement in private sector decistomaking held back #pace

of economic producti on. The Admini st
increasingly costly regulations, spending, and taxes stifled new

growth, halted investment, and diminished business confidence.

These policy choices ignored the lessons of thepprelemic

econany, where tax cuts and deregulation led to sustained

economic growth, record high median income, and record low

poverty rates for every race and ethnic group.

Equally concerning, policies that proliferated economic and social

restrictions in the wake of ¢hpandemic took a dramatic toll on

Americads institutions of soci al capit a
overlooked foundation for economic growth and strong labor

markets, describing the strength of relationships across family,

communities, and workplaceglany Americans lost access to the

social support networks that come from schools, churches,

volunteer organizations, and community groups. Drug overdose
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deaths spiked, violent crime rose, and marriage rates fell. School
closures caused learning losses thsproportionately harmed the
youngest and loweshcome students.

| have tasked my staff at the Joint Economic Committee with

advising Congress on policies to increase social capital through

reconnecting Americans to work, improving investment in youth

making it more affordable to raise a family, increasing family

stability, and rebuilding civil societyOur Responsassesssthe

ways that the Biden Administrationds ag
dimensions of our economic, social, and institutional life.

The Bi den Adharmfolpadicy chaideshightightsan

important trutl® Americans benefit from a climate of lower taxes,

less regulation, and more freedom. Toerrent state of the

economyleaves no question that we must rein in@wernment

spend ng t hat erodes Americans® purchasin
disincentives that discourage Americans from work, reduce the

regulatory barriers that slow the pace of growth, and enable more

people to reconnect with the social relationships that provide life

with meaning and purpose.

| hope the recommendations contained in Re@sponsevill serve

as a starting point for policymakers on how we camove

Government barriers trestae Alliner i cans o fre
employment, production, and purchasing pgward empowr

Americans to achieve a future where families of all types prosper.
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CHAPTER 1: THE IMPORTANCE OF DEFINED GOALS
FOR SOUND EcoNomICc PoLicy

The economic policy of the United States should be grounded in
common goals rooted in the American ethdke Cound of
Economic Advisers (CEA) and the Joint Economic Committee
(JEC) are institutions designed do just thatpromote the once
near universally shared goals of maximum employment,
production, and purchasing power. Agreement orsdlgoals
allows Congresand the President to formulate a coherent fiscal
policy for the nation.

To this endpurResponse to the Economic Report of the President
( h er eRe$pbnedrpssésses progress in achiewveagh of the
goals setforth in the Employment Act of 194@herafter
AEmpl oyment A ¢4 foQus ontGeh goald of the 2
Employment Actto promote employment, production, and
purchasing powerChapter 5highlights recent trends in social
capital,a central but oftenverlookedfactor underlyingeconomic
growth and general welbeing. Social capital describesthe
strength of relationships across family, communitiesd
workplaces thaare the foundation of prosperous natibns

While economic policy has always been fraught with

disagreements on how to achieveare prosperous future, until

recently, debates were bounded by the measurable, shared goals

of the Employment ActAfter being late in their submission to

Congress, the Pr eBcondneicnRegpsofthBei dget and th
President( h e r e Reporberepresént a concerning departure

from the Employment Actdés defined econo
longer conforming to theonsensus goals for economic policy,

Congress and the President have very little to guide the budget

process and the resulting fiscal poladfythe nation.

This chapter outlines the history of JE
the important role the Committee plays in the budget process and
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informing economic policy more broadly. It then describes how
attention to the goals of the Employment Aeis diminished in
recent decades, contributing to persistent budget deficits, a broken
budget process, and incoherent economic policy. Returning to
measurable economic policy goals is key to setiimgmericans

for a future of robust economic growth.

The JECG6Gs Legislative Mandat e

In 1946, President Harry S. Truman signed the Employment Act,
establishing a national policy focused on promoting employment,
production, and purchasing power:

The Congress hereby declares that it is the continuing
policy and reponsibility of the Federal
Government.to coordinate and utilize all its plans,
functions, and resources for the purpose of creating
and maintaining, in a manner calculated to foster and
promote free competitive enterprise and the general
welfare, condibns under which there will be afforded
useful employment opportunities, including self
employment, for those able, willing, and seeking to
work, and to promote maximum employment,
production, and purchasing power.

The Employment Act requires the Presiddn transmit to
Congress thReporteach year, reporting on progress in promoting
employment, productigrpurchasing power, and the policies that
could further these goals. The Employment Act established two
new agencies to carry out this function: TheAC&dvises the
President in drafting theeportand in recommending policies that
promote the objectives of the Employment tAche JEC,
comprised of members of the Senate and House, evaluates the
Report and advises Congress on policies that promote the
objectives of the Employment Aét.
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The Employment Act walsteramended by thEull Employment

and Balanced Growth Act of 197&8lso known as the Humphrey

Hawkins Ac). This act supplemesthe Employment Act with

additional goals, including increasing readcome, achieving

balanced growth, reducing tikederal deficit, and improving the

trade balance by increasing exports through free and fair

international tradeThe JEC is directed to continue its role in

informing Congress, through hearings and repond,evaluating

the policies set forth in thReport* This is in addition to the

responsibility otheJ EC t o provide its Aviews and
the President ds B Cohgressionad Budgetet f ort h by
Act of 1974

The Importance of Defined Goalis Economic and Fiscal Policy

The Employment Act marked a turning point for U.S. economic
and fiscal policymaking. The first 150 years of American
budgeting was characterized by balanced budgets. Following the
Great Depression and World War II, balancedidris were
replaced with a mandate for macroeconomic management to meet
the goals of maximum employment, production, and purchasing
power. For more than half a century since the Employment Act
was passed in 1946, these defined goals helped guide economic
policy and helped constrain the Federal Budget.

The early era of balanced budgets was the product of at least two
forces. Throughout the T@entury, U.S. debt was still considered
relatively risky and was thus a costly way to finaG@ernment
operatios® It was also widelybelievedthat Government debt
enrichal the wealthy wh@urchasedhe bonds, at the expense of
the taxpayers who have to pagckthe debt$.In the early 1900s,
these two forces began to bredkwn. U.S. debt became a
relatively attactive asset in the early @enturythatwas then
solidified in 1944 as part of the Bretton Woods sysfenhis
lowered the cost diederal borrowing around the same time public
opinion became more acceptingkaderal debt.
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Figurel-1 shows U.S. budgeleficits and surpluses between 1820
and 2021. Before the Great Depressiaeficits were rare,
occurring in only onghird of years, primarily due to wars. There
was a clear shift in the 1930s, after which deficits abvex
increasingly more prevalent anlde surpluses necessary to pay
down the accumulatiedebtbecame less prevalentfter 1930the
Federal Government randaficit in 86 percent of years.

Figure 1-1: Federal Deficits and Surpluses as Percent of GDP,
18202021
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Government debt lost some of itaboo as a new school of
economic thought advanced by John Maynard Keynes gained
popularity in the 1930s. The pkeynesian norm was that
Government spending should be financed by contemporaneous
taxation and that debt was only to be used in extraondinar
circumstances. Keynes advocated for more active macroeconomic
management. He prescribed running budget deficits during
recessions to increasggregate demand anelduce fluctuations
within the business cycféBeginning in the Great Depression, the



74

Keynesian economic theory was put into practice. President

Frankl in D. Rooseveltds 1940 budget e
del i berately use AGovernment funds and
energi ze pr i°EmbtagngGevemmentspendngas O

a tool of economienanagementurtherundermined the political

consensus against syster@@overnment debt.

Following the Keynesian revolution, U.S. budgeting became a tool
for business cycle management. Widespread fears of mass
unempl oyment f ol |l owiWorldgWardllsedi er sdé r et urn
the stage for what would become tlgmployment Act In
committing theFederalGovernment to managing the economy,
the Employment Act officially abandoned the historical constraint
on deficit spending but replaced it with agreed upon, oreate
goals for fiscal policy: stable prices, full employment, and
economic growth. The Employment Act also created two
institutions (the JEC and CEA to help measure, study, and
promote these goalg/hile not as binding as a political preference
for balanced budgets, shared economic goals wanetheless
provide some concrete criteria by which to decidéch policies

the nation should pursue

Defined Goals Allow Debate on the Means

Business cycle management creates competing camps of

economic policymakg, with different prescriptions for reaching

the defined economic goal s. The Empl oy
evolutionillustrates how there can be consensus araugdal,

like full employment, while disagreeing on thestmeans to get
there:Governmenguaranteesn the one hanar reliance orthe

private sectoon the otherFor example, e original legislative

proposal for the Employment Ac aimed to establish full

empl oyment as a Arighto t o be guar ant
Government® The resulting legilative compromiseremoved

language that committed the Federal Government to providing

jobs, focusing instead on meeting the gazl maximum
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employmentii n a ma n n ® rfoster and proniote free d
competitive enterprise’d The later amendment of the
Employment Act byhie HumphreyHawkins Actshows a similar
agreement on theoreeconomic goals while still disagreeinges

the means of attaining theth By setting goals rather than
describing the means, tihegislation allows thelebate ovehow
best toreach the goalset out in the Employment Aitt become

an empirical question, noecessarilypne of values or world view.

The history of the JEC itself hatsooften demonstrated how the

debateover the best ways to meet economic policy goals changes

over time, as evidence evolves and political preferences shift. In

the 1950s, the JEC was known as a fh
e c o n o MiHowever in 1979 and 1980 the JEC released

annual reports with aMajority andMinority members signing on

to shared eammic policy priorities. In the face of high inflation,

these reports departed from Keynesian orthodoxy and advanced

bipartisan support for suppl/i d e t ax cut s, i a st ea
reductionéof government spending, O and
macr oeconomi mdei thre Employnment Agpals t

The Democravi ews i n the following yeards 198
returned to the norm of separ&ajority andMinority sections),
were stildl interpreted as supporting P

proposed tax cutsaccording t01983 JEC Executive Director
Bruce Bartlett* These episodes illustrate that when guided by
concrete and measurable goals, competing economic policy
models can coexist, and even shift back and forth as economic
conditions, theory, and evidence change.

All of this is not to claim that agreement on the goals of economic
policymaking is sufficient on its own to successfully implement
policies that promote maximum employment, production, and
purchasing powetCountercyclical macroeconomic management
to promote @ll employment and price stability necessarily runs
deficits in times of crisis and surpluses in later years to balance the
budget over time. Persistent pd€&30 budget deficits show that
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countercyclical economic management can be difficult to
implement siccessfully because politicians face strong incentives
against cutting spending and raising taxes to pay down
Government debteven in times of economic growthThus, for
policymakers who prize free markets and a limited Federal
Government, the Employme#ict is a sort of Faustian bargain
that traded the system that had previously constrained the growth
of Government for one that is biased in favor of a more active and
powerful state. However, the@wkcrete goals for economic policy

in the Employment Act di provide a new type of constraint that,
when followed, can helpanage the impulse tteficit spend

Lost Economic Consensus in the 2022 Report

Over the past couple of decades, the economic policy consensus

represented in the goals of the Employmentiast slowly eroded.

Without shared goals, Congress and the President have very little

to guide economic policy and even less to constrain the budget

process. Instead, politicians increasingly view economic policy as

a cudgel against disfavored activitieslansubsidy for things they

want to promoteOne symptom of this lost consensus can be seen

in the quickly ballooning deficits after 2001, what economist and

budget hi storian Paul Winfree calls
budg¥ts. o

=
—

TheReportexemplifiesthis lost consensus on the economic goals
of inflation, employment, and economic growth. For examiple,
Report largely ignores the causes and consequences of the
persistently high inflation rate that was apparent a full year before
publication (Chapter )2 It does discuss the labor market but
misdiagnosg the key challenges American workers are facing
the Reportlargely ignores the fact that the labor market is not yet
back to full employmerdue to weak labor supp(Zhapter 3)On
economic growththeReportf r ames t he Admini strationods
agenda as omp®ve Ul$.aectonomic butcomi@sdan
expand U.S. productive capacity, both now and over generations
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to come dHowever theRReportis most focused ogoals thatire
often at odds with,rad at best adjacent to, the goals agreed upon
in the Employment ActChapter 4)

The Reportfocuses largely on metrics adice, genderequity of

outcomes and environmental indicators. A search of the text

reveals thatace(95 instances)gender(127 irstances)inequality

(147 instances)andcarbon(105 instancesare each mentioned

more often than inflatiof86 instances)TheR e p o gedti@n o©n
AProgressive and Equitable Tax Policyo
higher taxes on investment income to meetagl s of fAr aci al and
et hnic equi t y!®Nowhere tioes ittcensiderached e . 0

economic consensus that tax increases reduce economic gtowth.

Even more brazenly, thee pos ¢ ®©tsi on on MAAccel erating
Smoot hing the CIl eidentifidcsagoalthgtit Transi ti ono
explicitly acknowledges will have large and unequal economic

costs to communities across the United States from penalizing

industries that rely on carbdrased energy sources. TReport

claims the costs of reachinty goal of decarbonizain can be

offset by other policies. However, by pursuing a goal that does not

enjoy consensus and, more importantly, that would undermine the

consensusgoals of the Employment Act, th&eport turns

economic policymaking into a political instrument rathieasin a

shared tool for maximizing production, employmerand

purchasing power.

In conjunction with veering away from the consensus goals of

economic policymaking in thReport the Biden Administration

hasfailed to provide the specific information neeldto evaluate

the core economic policies in its Budgéh e Admi ni strati onos
Build Back Better agenda is conspicuously missing from the
Presidentds Budget proposal . |l nstead,
deficit-neutral reserve fund that obscures the diffiqdlitical,

economic, and budgetary decisions involved in detailing specific

proposals. Because the Budget does not describe a specific set of

policies or the anticipated effects of its proposals on revenues and
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outlays, it renders the Budget uninformatifor assessing the
economic i mpact of the Presidentds agen

Other than a general desire to expand the Federal Government, the
Budget andthe Reportpresent no coherent theory for why the
Federal Governmentshould spend $5.8 trillion in 2023 or a
limiti ng principle for why we wouldot spend an additional5$3

trillion or more.Until recently, politicians in both partieslied on
similar economic goals to provide criteria by which to weigh the
cosk and benefits of fiscal policyWithout shared goalshé
budget and fiscal policymaking process breaks down.

Breakdown of the BudgelProcess

Another symptom offte lost consensus on the shared economic
policy goals enumerated in the Employment ib¢he breakdown
of the Congressional budget process.

TheCmstitution delegates the fApower of t
but the process by which Congress formulates the annual budget

is the product of a long historical evolution of different laws, rules,

and customs. Under tti@ongressional Budget and Impoundment

Cortrol Act of 1974the Presidentinitiatesthe budget process by

submitting abudget to Congress no later than the first Monday in

February*ThePr esi dent 6s Budget | ays out the
priorities but is only a request to Congress, not a binding

document. TheReportis intended to be a supporting document to

the Presidentds Budget, explaining how
goals of the Employment Act are méheResponsandthe E C 6 s

views and estimates of the Budget are intended to inform how

Congres proceeds with its budget process.

Foll owing t he Presidentds proposal, C
concurrent resolution on the budget establish the Federal

Go v e r n raggregate sspending and revenue policies. The

Budget and the accompanyifRgportandResponsare intended

to explain theeconomic policy for the coumt and provide a
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framework for the annual appropriations process, revenue
measures, direct spending legislation, and debt management.
Unfortunately, the budget process has broken down beepdst
severaldecades. Congress has reliedideeming provisioristo

set enforceable spending levatstead ofcompletingthe more
deliberativetraditional budgeprocess?

Missed deadlines are omgampleof the broken budget process
and illustrative of the lost consensus around the need to set a
coherent nationatéconomicpolicy. A timely budget is reflective

of current economic conditions and affords policymakers and the
public the opportunity to evaluate its assumptions and
effectiveness at meat its goals. Before 1989, the budget was late
only two times. Since then, late budgets have increased in
frequency and length of delay, as shown in Fiduge
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Figure 1-2: Budget Deadline, Submission of Budget, and
Submission of Economic Report of tReesident, by Number of
Days into Calendar Year, 1948023
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President Biden submitted his Budget for Fiscal Year 2023 on
March 28, 2022, nearly two months after it was due. Excluding
presidential transition years, the 2023 Budget is the selevest
budget in history. Rsident Biden transmitted his 20R2porton

April 14, 2022, delivering th&eportlater in the year than any
other. The 17 days between the release of the Budget and the
Economic Report also violated statute requiring the President to
transmit the EconoraiReport no more than 10 days after filing
the budget (se&5 U.S. Code Section 1022). This was the third
time the 1@day deadline for transmitting tHeeportwas missed
since being imposed starting in Fiscal Year 1992, with deadlines
also missed in FiscMears 2017 (13 days) and 2016 (17 days).
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Economic policy has always been fraught with disagreements on
the means of achieving a more prosperous future. The JEC and
CEA have played an important and sometimes pivotal role in
informing those debatedBut inaeasingly, policymakers have
ignored the pursuit of the measurable, agreed upon goals of the
past and instead seek to use economic policy to advance more
partisan ends. To help refocus Congress on sound economic
policymaking,Winfree suggests thétte Repat andthe Response
could be more formally incorporated into the budget process,
requiring Congress to agree on its shared economic goals before
drafting the budget resolutidAWithout regaining a consensus on
the core goals of economic and fiscal poliwg, risk undermining

the good faith and credit of the United StaBevernment and the
foundation that makes America the strongest and most prosperous
economy in the world.

Refocusing on Measurable Economic Goals

In our response to thReport we seek taefocus the economic
policy debate around the core goals of the Employment Act:
promoting purchasing power, employment, and production. In
doing so, we follow the precedent set following the Employment
Act 6s passage in 1946. dRheeesyi de
first Economic Report in 1948 around the themes of purchasing
power, employment, and production. Later in 1962, President John
F. Kennedy reasserted the importance of focusing on these core
goals in his firsReport

The framers of the EmploynieAct were wise to
choose the promotion of "maximum employment,
production, and purchasing power" as the keystone of
national economic policyThey were confident that
these objectives can be effectively promoted "in a
manner calculated to foster and promo free
competitive enterprise and the general welfafé."

nt

Harry
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Refocusing on these goals is especially urgent this year given the

challenges faced across all dimensions of the U.S. economy.

Inflation reached its highest level in over 40 years, the labor

marketis more than 6 million workers short of the yp@ndemic

trend, and economic production is at serious risk of a contraction

due to the inflationary consequences of poorly timed fiscal

stimulus. The failure ofthe Reportto fully acknowledge these

challengs or the role of the Biden Admini s
fueling them is troubling. Our response analyzes these problems,

their causes, and ways to address them.

The Responsalso recognizes a central but often ignored factor
underlying economic progressocial capital. Social capital is the
strength of relationships across family, communities and
workplaces that allow individuals and the economy to thrive.
During the pandemic, social capital has taken a major hit, in part
due toGovernment policiesHomiddes increased by 27 percent
in 2020. Duringhe 12month period ending Octob2021,more
than 104,00@eople died of a drug overdose, the highest level ever
recorded. Children were kept out of schoalsd corecommuniy
institutions have weakened. Becsal social capital is
indispensable tothe goals of economic policy, including
employment and economic growth, we focus on this eften
overlooked factor ithe Response

Our Responseroceeds as follows: Chapter 2 reviews purchasing
power. Chapter 3 reviewemployment. Chapter 4 reviews
production. Chapter 5 reviews social capital.
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CHAPTER 2: PURCHASING POWER

In the firstResponsevritten in 1948the JEC warned President
Truman and his CEA to consider the inflationary consequences of
large Governmentspdni ng packages. I n the JECOGsS

It is interesting to us both here and throughout the

report the President wholly fails to give any weight to

the tremendous i mpact of Government
account is taken anywhere in the report of the

inflationary aspect of such expenditures, for the most

part made without any direct increase in the

production of goods and servic#s.

Nearly 75 years later, the JEC has precisely the same concerns.

The Employment Act of 194directed the Federal Government to
prioritize the promotion of purchasing power, in addition to
employment and production (s€aapter 3 andChapterd).?®Yet

in 2021, Congress, the Administration, and the Federal Reserve
pursued policies that achieved the opposite, none of which is
acknowledged inhte Report

First, expansionary fiscal and monetary policy overcorrected for
the COVID-19 recession, boosting consumer demand beyond
what suppliers could meet. Congress then pursued policies that
directly reduced supply by disincentivizing work and threizig
future tax increases. Coupled with supply chain challenges in the
United States and around the world, these policy missteps stoked
an average annual inflation rate of 4.7 percent in 2021 and 8.0
percent in Q1 2022, almost four times the 2Q009 aveage
inflation rate of 2.2 percerf®

Chapter 2 of th Responseélocuments these trends and quantifies
the costs that inflatior(since January 2021has imposed on
American families, estimated to be $569 per household in April

W (

N
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2022 aloné! It goes on to idntify the policy errors that worsened

inflation in the United States relative to other countries, which

include a fiscal and monetary overcorrection, regulations that

reduced supply chain efficiency, and Congressional legislation

that disincentivized workThe Chapter concludes witlpolicy

solutions hat wouldr est or e Ameri canbyd purchasing
lifting barriers to trade, employment, and production.

Inflation Trends

Inflation Hits its Highest Level in 40 Years

The rapid pace of inflation in 2021 and 220 was atypical;
Americans faced the highésand fastest climbind inflation

rates in four decades. Inflation measured as the annual percent
change in the Consumer Price Index (CPI) averaged 3.4 percent in
the first half of 2021 and 6.0 percent in the secbalf?® By
March 2022, the annual inflation rat®uld reach8.5 percent, its
highest level since December 198ken the Federal Reserve was
taking drastic economic measures to battle the Great Inflation.
Inflation remained elevateid April 2022at8.3 gercent, far above
historical norms.

To visualize recent inflation trends, Figurel Aisplays annual
CPI growth rates for each month since the turn of the century. The
pace of inflation in 2021 and 2022 had a much greater effect on
Amer i cans 6 \weucoroparadstd othgr paszession
expansions. As of April 2@ Americans in the postOVID
expansion (May 202@pril 2022) faced an average annual
inflation rate of4.0 percentompared to 2.7 percent in the post
2001 expansion (December 26D&cembe007) and 1.7 percent

in the post2008/09 expansion (July 20@®bruary 202052

The Feder al Reserveds preferred inflati
Consumption Expenditures Price Index (PCEPI), was similarly
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high. Compared to the 20@D19 average of 1.7 pamt, annual
percent changes in the PCEPI averaged 2.8 percent in the first half
of 2021, 4.9 percent in the second halidwas 6.3 percent by

April 20223 Even the CPI and PCEPI core measures, which
exclude volatile items in the food and energy sectoose
rapidlyd increasings.2 percent andt.9 percent annually id\pril

2022, respectively!

Figure 21: Annual Percent Change in the Consumer Price Index,
Monthly, January 200@pril 2022

Year-Over-Year Percent Change

Source: Bureau of Labor Statistics, retrieved from the FederahReBank of St. Louis
Notes: Annual growth rates in the Consumer Price Index for All Urban Consumertl(CBiey
bars indicate recessions as defined by the National Bureau of Economic Research.

Markets Expect High Inflation to Persist

While the Repot documents the high inflation Americans
experienced in 2021, it argues that inflation will be temporary,
presenting relatively anchored lotgym market and expert
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inflation expectations as of November and December 30gét,

after inflation continued taccelerate in 2022, forecasters revised
up their expectations and market participants began pricing in
expectations of sustained inflation.

Based on the same survey cited in fReport professional
forecasterso expectati diveygearsf CPIl i nfl at
increased from Z.percent in the Q2022 survey to 3.4 percent in

Q2 202222 Market indicators have similarly increased, including

the Treasury InflatiofProtected SecuritieqTIPS) fiveyear

spread shown in Figure 234

The fiveyear TIPS spmrad is the difference between the yield on
five-year Treasury securities and fiwear TIPS. TIPS are
considered to be very levisk investments because the principal
is adjusted to account for the to$ inflation; however, their low
risk decreases thejields. As such, the difference between these
bond yields is an indicator of what markets expect inflation to be
on average over the next five years.

From 2010 t o 20 1y@arinflatibneexpectatiokset 6 s f i v e
held relatively steady, averaging 1.7rgent. Then, after falling

during the COVID19 recession, inflation expectations began

steadily rising. After recovering to 2.0 percent in January 2021,

inflation expectations hovered around 2.5 percent during the

second and third quarters of 2021 and ereel 3.5 percent within

the first quarter of 202%

As of May 2 0 2 2, i n v etermanflasioh expectatigns r
over the next ten years remain slightly elevated but still relatively
anchored at Z.percent, suggesting that investors do not expect
the curent period of high and rapidly rising inflation to last for a
decade® Yet, as revealed in Figure-2 investors also do not
believe the Federal Reserve will achieve its two percent inflation
target within the next five years, indicating that tReport
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misdiagnosed the threat of elevated inflation over the medium
term.

Figure 22: Inflation Rate Expected Over the Next Five Years as
Indicated by the TIPS Spread, Daily, January 20ty 2022
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Source: Federal Reserve Bank of St. Louis

Notes: Thdive-year TIPS spread reflectghat market participants expect inflation to be in the next
five years, on average. It is calculated by taking the difference betweerydae Sarket yield on
U.S. Treasury securities at constant maturity and tiyed market yield minflation-indexed U.S.
Treasury securities at constant matur@dyey bars indicate recessions as defined by the National
Bureau of Economic Research.
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The Consequences of Inflation

High Inflation ImposesSignificant Costs on American Families

The Report briefly describes the challenge of inflation. However,

it makes no attempt to quantify the burdens inflation has imposed
on American families, nor does it acknowledge that the United
States is experiencing higher inflation rates than most other
nations

This year, the JEC launched a State Inflation Tracker to quantify
the added costs American households faced each month due to the
high inflationary environment that began in early 282¢onthly
inflation costs are defined as the additional expendittines
average household must make in a given month to attain the same
standard of living it did in January 2021, when CPI inflation was
still within historical norms at a 1.4 percent annual fate.

The average American household faced a 10.5 percent price
increase between January 2021 and April 2022. This implies that

the average household would have had to spend an extra $569 in
April to afford the same goods and services it purchased in January
2021%

Americans Experience Inflation Differently Depending/dhere
They Live

Although inflation was high everywhere in 202ihd 2022
inflation rates were not uniform across the courfiigure 23
shows this variation using a map of the United Stateshich
States with higher inflation costs are shaded darker.

Families in the Mountain West (ArizonaColorado, Idaho,
Montana, Nevada, New Mexico, Utah, and Wyomifaged the
highest inflation rateswith prices in April 2022 12.7 percent
higher than in January 202f. What set apart inflation in the
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Mountain Westwas rapidly rising home and rent prices as
measured by the CPI for shelter, which increased 10.2 percent
from January 2021 to April 2022.

Inflation costs in April 2022 were especially high families in
Colorado($774), Utah ($751), and Arizona ($688)amilies in
Washington, DC, who have the highest average spending levels in
the nation, experienced even greater inflation costs of $806.

Figure 23: Average Inflation Costs per State, April 2022, Relative
to January 2021 Price Levels

$400-8500 $500-$600 $600-$700 $700-$800

Source: JEC Qeulations using: Bureau of Economic Analysis, Personal Consumption

Expenditures; Bureau of Labor Statistics, Consumer Expenditure Survey; Census, Bureau

American Community Survey.

Notes: Inflation costs reflect how much more the average U.S. househdlgagins the current

month for the same goods and services it purchased in January 2021. See methodology for a detailed
explanation of these calculations; Jackie Benson, Kevin Corinth, and Kole Niti®ls at e | nf |l at i on
Tracker: Methodologyp  UCoBgressloint Economic Committee RepublicaAgpril 12, 2022.
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Due to lower average household spending, familiesNVest
Virginia, Mississippi, and Arkansafacel the lowest inflation
costs However, these costgerestill substantial. In April 2022,
households$n theseStateswould have had to spend an additional
$442 $446, and 852 respectivelyto affordthe same goods and
services they purchased in January 2821

Inflation Costs Will Remain Even After Inflation Reverts to
Normal Levels

As price levels rosentoughout 2021 and the first four months of
2022, so did the monthly costs to American families. Figude 2
displays average monthly inflation costs over time for all fifty
States and Washington, DC

For the average U.S. household, inflation costs rasa 0 in
January 2021 (the base month) to $356 in December 2021. In April
2022, inflation cost the average American househnlextrab569

to purchase the same goods and services it did in Januar$®2021

American families will fae these costen perpetity even after
inflation returns to normal levels, as the inflation that has already
occurred represents a permanent increase in the price Ievel. |
prices were to completely stop increasing after ApoiR2 the
price increaseghat already occurred wouldost the average
American household $6,829 over the following 12 mofihs.
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Figure 24: Average Monthly Household Inflation Costs by State,
Relative to January 2021 Price Levels, January 221 2022
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Source: JEC Calculations using: Bureau of EcoworAnalysis, Personal Consumption
Expenditures; Bureau of Labor Statistics, Consumer Expenditure Survey; Census Bureau,
American Community Survey.

Notes: Inflation costs reflect how much more the average U.S. household must pay for the same
goods and servs it purchased in January 2021. See methodology for a detailed explanation of

these calculations; Jackie Benson, Kevin Corinth, and Kole Nichot at e I nfl ation Tracker:

Methodologyd ~ UCoBgressloint Economic Committee RepublicaAgril 12, 2022.

These inflation costact as a regressive tadisproportionately

harmingless affluent familied.ower-income households spend a

larger portion of their budgets on food, energy, and shelter, which

drove price increases in 2021Research also finds thatfiation

reduces poor i ndividual so i feti me
more than that of their wealthier counterpéftand that rising gas

prices specifically increase the cost of living for rural Americans

significantly more than for wealthier Americansirhig in urban

areas’®

O 1
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Drivers of Inflation

COVID-related challenges set the stage for high inflation in the
United States and around the world. Consumers dramatically
shifted their demand toward goods, increasing stress on
production, transportation, arstipply chains. At the same time,
producers faced increased costs and shortages of intermediate
inputs as global production was slow to recover from the COGVID

19 shutdowns.

These demand and supply factors interacted with one another to
fuel globally-elevaed inflation. However, policies enacted by the
Administration and other levels of Government created inflation
challenges unique to the United States. U.S. policy decisions
further boosted alreaelyigh demand for goods by incentivizing
consumer spendingnd further restricted the supply of goods by
reducing the size of the workforce and increasing the cost of trade
and production. Together, these policy choices worsened U.S.
inflation compared to the rest of the world.

Shifting Consumer Preferences and @yChain Inefficiencies

Shifting consumer preferences presented a significant economic
challenge during the COVH29 recovery. Americans, hesitant to
engage in ifperson interactions, flocked to goods consumption
throughout 2021. The result was a 20 patdncrease in inflation
adjusted goods consumption by March 2021 relative te pre
COVID levels®® Goods consumption remained elevated
throughout 2021 and 2022 even in the face of high inflation, with
real spending on goods 16 percent higher in April 2022 in
February 20202

Figure 25 shows the stark contrast between goods consumption
and services consumption following the COVID recession,
which contributed to high inflation for goods.
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Figure 25: Real Annualized Personal Consumption Expenditures,
Goods vs. Services, Monthly, January 2@4#il 2022
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Source: U.S. Bureau of Economic Analysis via Federal Reserve Bank of St. Louis

Notes: Grey bars indicate recessions as defined by the National Bureau of Economic Research.
These pos€COVID consumptia trends were unique. Following
the onset of the Great Recession, it took a full 50 months (over
four years) for inflatioradjusted goods consumption to recover,
compared to just four months after the COVID shtick.

The sudden uptick in U.S. consumer dem#éordgoods in early
2021, specifically imports, placed significant stress on supply
chains. Asthe Reportdocuments, U.S. imports rose faster than
port capacity could process them, leading to unprecedented
shipping backlog8® Ports becameso backlogged thacontainer
shipswereforced to sit at anchor for days while they \edifor
unloading space, a highly unusual occurrence before the
pandemicBy the end of the year, it was common for over 100
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container ships to be waiting at anchor outside the porto®f
Angeles and Long Beach at or®éa@Vhile the number of ships at
anchor has fallen in 2022, reports suggest that container ship
backlogs have continuéd.

Elevated consumer demand coupled with port congestion

increased stress on truck and rail casgppng and put upward

pressure on shipping pricgsOne measure of shipping costs, the

Cass Transportation Indexds Inferred
percent from December 2020 to December 2021, compared to a 2

percent increase from December 2018 to Dece@®&9>’

While ports were struggling to process large cargo volumes and
shipping delays were growing, businesses also faced product
shortages. The sudden shutdowns in 2020 caused many factories
around the world to shut down, scale back production, oolreto
their production facilities to meet a different need, leading to
global commodity shortages and rising prices for items like steel
and lumber8 In some cases, these shortages are expected to last
for years; producers who use foreigrade semiconductohips

in their manufacturing processes expect semiconductor shortages
to last into late 2022 or 2023.

A lack of willing transportation workers also worsened supply

chain challenges and increased inflationary pressure. Not only did

weak labor supply redudke number of available people working

to get goods i nfitalsopuat npsvarchpeesssré hand s,
on nominal wages for those worké&tsfurther increasing

employer costs.

Government Policieg/orsen Inflation

TheReportasserts that inflation in tHenited States was strictly a
global phenomenon caused by pE&VID reopening interacting
with global supply chain challenges. It uses international

Fr
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comparisons to make this point,

inflation has accelerated in so many cowsrunderscores its
common d&rivers. o

The Reportis partly correct in identifying the global factors that
drove inflation in the United States and elsewhere, like shifting
consumer preferences. However, global factors alone cannot fully
explain the magnitde of U.S. inflation.

To demonstrate, Figure@compares core price increases in the
United States and thEuro area. It reveals that inflation in the
United States relative turc-usingcountries sharply increased in
March 2021, after decades of largebmparable inflation trends.

Figure 26: Annual Percent Change in the Harmonized Index of
Core Consumer Prices, Monthanuary2003March2022

Source: U.S. data are retrieved from the Bureau of Labor Statistics via Haver Analytics; Euro Area
data ae retrieved from Eurostat via Federal Reserve Bank of St. Louis.
Notes: Harmonized Index of Core Consumer Prices (Hf@Rhe United States excludes food and
energy; HICP for the Euro Area excludes food, energy, alcohol, and tobacco.
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